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I 

ethlehem Steel Corporation is the nation's 

■ second largest integrated steel producer, 
engaged primarily in the manufacture and 
sale of a wide variety of steel mill products. Bethlehem 
also produces and sells coal and other raw materials, 
repairs ships and offshore drill rigs, and manufactures 
forgings and castings. 



Highlights 


(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA) 

1991 

1990 

1989 

For The Year 




Net sales. 

$4,317.9 

$4,899.2 

$5,250.9 

Estimated restructuring losses—net. 

575.0 

550.0 

105.0 

Income (loss) from operations. 

(729.2) 

(443.3) 

267.4 

Net income (loss)*. 

(767.0) 

(463.5) 

245.7 

Net income (loss) per Common share. 

(10.41) 

(6.45) 

2.93 

Capital expenditures. 

563.9 

488.0 

421.3 

Depreciation. 

241.4 

305.7 

325.3 

Utilization of production capability. 

63% 

68% 

76% 

Raw steel production (net tons in thousands). 

10,022 

10,924 

12,181 

Steel products shipped (net tons in thousands). 

8,376 

8,865 

9,779 

Average number of employees receiving pay. 

27,500 

29,600 

30,500 

AtYearEnd 




Book value per Common share. 

$ 4.72 

$ 15.56 

$ 22.37 

Cash and cash equivalents. 

83.8 

273.5 

530.5 

Total debt. 

691.1 

454.8 

480.2 

Total capital lease obligations. 

180.1 

209.0 

243.9 

Stockholders’ equity. 

674.8 

1,489.0 

2,002.9 

Debt as a percent of invested capital. 

56% 

31% 

27% 

Capital expenditures authorized. 

$ 310 

$ 596 

$ 710 

Orders on hand. 

$ 1,280 

$ 1,336 

$ 1,370 


^Excluding the effects of estimated restructuring losses, the net loss was $192.0 million in 1991, and net income was $86.5 million in 1990 
and $350.7 million in 1989. 
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The graphic design depicting a 
coil of steel symbolizes the 
significant progress Bethlehem 
made in 1991 in strengthening 
its leadership position in coated 
sheet products: construction 
proceeded on new, world-class 
galvanizing lines at Burns 
Harbor and Sparrows Point; 
modernization of Sparrows 
Point's hot-strip mill was 
completed; Burns Harbor won 
awards for outstanding quality 
from Ford, Mazda and Nissan. 






































Chairman's Letter 



N ineteen ninety-one was a difficult year for 
Bethlehem and the steel industry. With an 
economy in recession, steel demand from our 
customers declined and competitive pres¬ 
sures intensified causing sharply lower steel prices and 
shipments. At the same time our costs were higher due, 
in part, to outages related to essential modernization 
and maintenance projects and to increased employment 
costs under our labor agreement with the United Steel¬ 
workers of America (USWA). The combination of lower 
revenues and higher costs resulted in substantial operat¬ 
ing losses and reduced operating cash flow. Excluding 
the effects on income of restructuring charges, Bethle¬ 
hem’s net loss for 1991 was $192 million compared to net 
income of $87 million for 1990. Cash provided from oper¬ 
ating activities declined 66% to $119 million in 1991. 

CONTINUED PROGRESS IN 1991 

Although 1991 was a difficult year for Bethlehem, we did 
not lose sight of our strategic focus and continued to 
concentrate our resources on making our steel opera¬ 
tions competitive and profitable and restructuring our 
businesses. We made important progress in improving 
our flat-rolled operations at Sparrows Point and Burns 
Harbor, which account for approximately 80% of our 
steel sales and are the key to Bethlehem’s future suc¬ 
cess. At our Sparrows Point plant, we completed the 
modernization of the hot-strip mill and proceeded on 
schedule with construction of a new galvanizing line to 
produce coated sheet products primarily for the light 
construction industry. The hot-strip mill is expected to 
reach full production by mid-1992 and the galvanizing 
line is scheduled for completion in the second half of 
1992. With the completion of these projects, Sparrows 
Point will be well positioned to take advantage of market 
opportunities in the 90’s. 

We believe our Burns Harbor plant is the most 
productive and efficient integrated steel plant in North 
America. During 1991, the plant earned awards for out¬ 
standing quality and service from Ford, Mazda and Nis¬ 
san. Burns Harbor had previously earned the General 
Motors award for outstanding supplier performance, 
making it the only steel plant in the country’ to hold 
quality awards from both Ford and General Motors. 
During 1991, we started construction of a new galvaniz¬ 
ing line to produce coated sheet products primarily for 
the automot ive industry. Completion of this line in early 
1993 will further strengthen this plant’s premier position 
in its markets. 






We also continued with the restructuring of our 
various non-steel businesses. We completed the sale of 
our Freight Car Division and announced our intention to 
sell most of our coal operations and related reserve 
properties in 1992. 

ADDITIONAL ACTIONS NECESSARY 

Although we made progress in 1991, the adverse effects 
of the recession on Bethlehem’s customers and revenues 
clearly demonstrated that more needed to be done. 
Accordingly, in January 1992, Bethlehem’s Board of 
Directors approved a comprehensive plan to substan¬ 
tially reduce costs, conserve cash and help return Beth¬ 
lehem to profitability. The principal elements of the plan 
involve: 

I Exiting the business of our Bar, Rod and Wire Division, 
headquartered in Johnstown, Pennsylvania, and our 
trackwork fabrication operations, located in Steelton, 
Pennsylvania, as promptly as possible taking into consid¬ 
eration the requirements of our customers. 

I Initiating a marketing effort to sell our coke oven oper¬ 
ations at Lackawanna, New' York, as an ongoing business. 

I Removing the coke oven batteries at our Sparrows 
Point plant from their “hot idle” status and allowing 
them to “go cold” while conducting an evaluation of the 
most cost-effective option for completing a required 
emissions reduction program. 

I Reducing total employment by approximately 6,500 
through these restructuring actions, through the 
announced plans to discontinue iron and steelmaking at 
the Structural Products Division and to sell most of our 
coal operations, and through employment reductions at 
our ongoing operations. 

I Omitting the quarterly Common Stock dividend. 

I Considering modernization of the rail production facil¬ 
ities at our Rail Products and Pipe Division in Steelton, 
Pennsylvania, and selling the production equipment of 
our inactive rail mill at Monessen, Pennsylvania. ‘ 

I Reevaluating the various alternatives for our Struc¬ 
tural Products Division in Bethlehem, Pennsylvania. 

I Increasing the commitment to our ongoing Total Qual¬ 
ity process throughout the corporation. 


Results for 1991 include a $575 million restructuring 
charge principally in connection with these actions. 

We decided to exit the business of our Bar, Rod and 
Wire Division and our trackwork fabrication operations 
because these businesses have been unprofitable and 
there is no reasonable prospect for their return to 
profitability. We will attempt to sell these operations to 
qualified buyers who would be able to continue the busi¬ 
nesses. If this cannot be accomplished in the near term, 
we will sell the individual assets. In addition, we have 
also decided to sell our Lackawanna coke-making opera¬ 
tion, which markets its coke production to trade custom¬ 
ers. This divestiture is consistent with our strategy of 
concentrating our resources on our basic steel business 
and our plans to sell most of our coal operat ions and 
related reserves in 1992. 

In view of our substantial losses, cont inuing 
adverse steel market conditions and our desire to main¬ 
tain an adequate level of capital investment in the busi¬ 
ness, Bethlehem’s Board of Directors omitted the 
Common Stock dividend for the first quarter of 1992. In 
accordance with previously announced policy, future 
dividends will be determined by the Board of Directors 
on the basis of attained results and the business outlook. 

In November 1991, Bethlehem terminated discus¬ 
sions concerning a proposed joint venture involving most 
of the operations of our Structural Products Division and 
Rail Products and Pipe Division in Bethlehem and 
Steelton, Pennsylvania. The proposed venture was 
dependent upon various matters, including a mutually 
satisfactory labor agreement with the USWA, which the 
parties were unable to achieve. These operations con¬ 
tinue to be subject to severe market and competitive 
pressures. 

We are considering a modernization program for 
the rail production facilities in Steelton, pending the 
completion of a facility study currently under way. Any 
modernization program would also be subject to obtain¬ 
ing a competitive labor agreement with the USWA. The 
inactive rail mill at Monessen, Pennsylvania, will not be 
part of any modernization program, and we have begun 
to actively market the mill’s production equipment. 

As a result of the recent termination of the pro¬ 
posed joint venture, we are reevaluating various alterna¬ 
tives, including a possible modernization program for the 
Structural Products Division. Obtaining competitive 
employment costs will be a condition for any potential 
modernization. As previously announced, the existing 
iron and steelmaking operations at the Structural Prod- 



ucts Division, which include the blast furnaces, basic 
oxygen furnaces and related facilities, will be discontin¬ 
ued over the next few years. 

Improved product quality has been a focused 
effort at all of our manufacturing operations for some 
time, and we are extremely pleased by the quality awards 
our Burns Harbor plant has received. However, our pro¬ 
gress thus far has only laid the groundwork for further 
improvements. We are increasing our commitment to the 
Total Quality process throughout Bethlehem as a key 
element of our continuing objective to be a high-quality, 
low-cost producer of steel products. Greater emphasis 
will be placed on further involving employees at every 
location to streamline and upgrade Bethlehem’s busi¬ 
ness processes to improve overall efficiency. We greatly 
appreciate the services of our employees, and we are 
especially counting on them in the year ahead. We will 
continue to stress the need for a safe workplace with fair 
and equal opportunities for all concerned. 

HEALTH CARE COSTS 

The uncontrolled rise in health care costs is having an 
adverse effect on Bethlehem and on the international 
competitiveness of the American steel industry and 
American business in general. During the 1980’s, health 
care costs per capita in the United States rose by more 
than 9% per year—approximately two times the rate of 
general inflation. Health care costs for domestic steel 
producers are now two to three times greater than those 
of our foreign competitors. 

It is clear that competitive market forces have not 
been effective in controlling our nation’s health care 
costs. The problem is too large and complex for employ¬ 
ers to solve alone. An effective solution can be addressed 
only at the national level and will require a stronger 
federal role. Bethlehem has been working and will con¬ 
tinue to work with the National Leadership Coalition for 
Health Care Reform, the USWA and other groups who 
seek a fundamental, comprehensive restructuring of our 
nation’s health care system. 

TRADE MATTERS 

World steel markets are still burdened with interna¬ 
tional overcapacity and trade problems related to dec¬ 
ades of subsidies, closed borders and other market 
distorting devices. Bethlehem fully supports current 
efforts to negotiate a comprehensive, enforceable and 
effective Multilateral Steel Agreement (MSA) address¬ 
ing these issues. 


Unfortunately, a successful conclusion to MSA 
negotiations appears unlikely prior to the March 31,1992 
scheduled expiration of existing Voluntary Restraint 
Arrangements (VRAs) limiting steel exports. If an 
agreement is not reached, then as an alternative, 
Bethlehem supports extending VRAs with the necessary 
enabling legislation for a transitional period between 
April 1,1992 and the date when an effective MSA is 
in place. Such an extension would help to avoid the 
disruption and confrontation that would be caused by 
the massive trade litigation that could occur if VRAs 
are permitted to expire without successful negotiation 
of an effective MSA. 

OUTLOOK 

The 1992 outlook remains clouded by the uncertain 
economy and depressed consumer and business confi¬ 
dence. Hopefully, efforts to stimulate activity through 
lower interest rates, improved credit flow and tax incen¬ 
tives will have a positive impact before midyear. We are 
forecasting that 1992 domestic steel industry shipments 
will be about 80 million tons, only slightly ahead of the 
79 million tons now estimated for 1991. The absence of 
meaningful growth in domestic industry shipments 
means that intensely competitive conditions will con¬ 
tinue to prevail in steel markets through much of 1992. 
However, Bethlehem’s ongoing quality improvements 
and recently completed modernization projects should 
enable us to take better advantage of business opportu¬ 
nities as they arise. 

Walter F Williams 
Chairman and 
Chief Executive Officer 

January 29,1992 




Getting Ready for a New Century 


D. 


eveloping 21st 
Century steel products 

■ Bethlehem is commit¬ 
ted to playing a lead¬ 
ing role in supplying new types 
of steels to meet customers’ 
needs. Steel products of the 
future will be stronger, lighter, 
more formable, more corrosion- 
resistant, more precise, more 
consistent — and more cost- 
competitive. The photo shows 
large, complex automotive body 
panels — such as Chevrolet 
doors and Ford floorpans — 
stamped from the new vacuum- 


degassed coated steel sheets 
produced at our Burns Harbor 
plant. The new S50 million 
vacuum degasser strengthens 
our position as the producer of 
the widest variety of high-quality 
coated sheet products in the 
domestic industry, including 
hot-dip galvanized, electrogalva- 
nized, Galvalume, galvannealed, 
zinc-nickel and zinc-nickel with 
organic or universal coatings. 
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Rebuilding Our Nation's Infrastructure 



of steel will be required 

CK'er 40% of t he coun¬ 
try’s 576,000 bridges 
are structurally or functionally 
deficient and over 60% of its 
1.1 million miles of highways are 
substandard. The national sur¬ 
face transportation act passed 
in 1901 will provide $151 billion 
over the next, six years to build 
highways, bridges and mass 
transit systems. Infrastructure 
also includes such projects as 
municipal water supply and 
waste disposal systems and 
private sector power plants and 
oil and gas pipelines. 



Bethlehem is the nation’s 
largest steel supplier to the 
construction market, providing 
high-performance plate prod¬ 
ucts from our Burns Harbor and 
Sparrow’s Point plants and a 
wide range of struct ural shapes 
and piling from our Structural 
Products Division. Bethlehem is 
the nation’s largest producer 
of steel plate, including the 
tough, high-strength products 
needed for earth-moving and 
other construction equipment. 
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I lutes 


I lutes und structures 
for infrustructure projects 

■ The photo on page 6 
shows the twin spans 
of the Pennsylvania Turnpike’s 
new Mahoning Valley Bridge, 
fabricated with 4,600 tons of our 
weathering steel plate. Part of a 
recently completed $227 million 
expressway northwest of Pitts¬ 
burgh, the bridge is made up of 
spans totaling 1,700 feet of con¬ 
tinuously welded, eight-foot- 
deep plate girders. The photo 
above shows the construction of 
an electrical generating plant 
near Clarion, Pa. — one of the 
first projects to use Bethlehem’s 
new 40-inch-high, wide-flange 
structural sections. The 40-inch 


sect ions, larger than any other 
sections produced in this coun¬ 
try w r ere introduced to the 
construction market in 1991 and 
are now offered in slx different 
weights. The Structural Prod¬ 
ucts Division produces the 
widest range of st ructural sec¬ 
tions in the domestic industry 
and is also the nation’s only 
producer of hot-rolled sheet 
piling, which is used for retaining 
walls and other construction 
project applications. 












Strengthening Our Market Position •.. 


I 



Investing $564 million 
in equipment and facilities 

A significant portion 
of our capital spend¬ 
ing in 1991 went for capital proj¬ 
ects to enhance our ability to 
maintain a leadership position 
in the growing market for coated 
sheet steel. Before the end of 
the decade about 75% of all the 
sheet steel used in automobiles 
will be coated, compared to 
about 55% today. Additional 
tonnages of coated sheet will be 
needed to serve the growing 
market for metal buildings. 

Construction is well under 
way on our $300 million pro¬ 
gram to build new, state-of-the- 
art hot-dip galvanizing lines at 
Sparrows Point and Burns Har¬ 
bor. The Sparrows Point line, 




shown in the photo above, is 
scheduled for completion before 
the end of the year. It will pro¬ 
duce 260,000 tons a year of 
galvanized and Galvalume prod¬ 
ucts that will be easier to form 
and easier to paint and will look 
more attractive — characteris¬ 
tics increasingly demanded by 
architects and metal building 
and roofing manufacturers. 

The new Burns Harbor line, 
scheduled to be in production 
early next year, will produce 
450,000 tons a year of hot-dip 
galvanized and galvannealed 
sheet products for the auto¬ 
motive market. It will supply 
products with improved sur¬ 
faces for better paintability and 
adhesion, more uniform coat¬ 
ings for improved welding, and 
improved properties for better 
formability. It will enable us to 
better serve our traditional 
automotive customers as well as 
the new foreign-based automak¬ 
ers in North .America. 
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[wards to Burns 
Harbor for quality products 

The basic sheet steel 
for the new galvaniz¬ 
ing line will be produced by 
Burns Harbor’s highly efficient 
hot- and cold-strip mills. The hot 
mill’s advanced computer con¬ 
trols are shown on page 8. The 
photo below show's members 
of the cold mill crew', one of the 
many employee teams through¬ 
out the Burns Harbor plant that 
contributed to the winning of 
Ford Motor Company’s Q-l 
Award. It is presented only to 
those suppliers who have thor¬ 
oughly demonstrated a commit¬ 


ment to continuous quality 
improvement, and in the future 
Ford will purchase materials 
only from Q-l qualified suppliers. 

Burns Harbor won the high¬ 
est quality aw'ard from Ford in 
1991 and from General Motors in 
1990 — the only sheet steel 
producer to hold both awards. 
The plant was further recog¬ 
nized in 1991 with top quality 
awards from the Nissan and 
Mazda automotive operations 
in the United States. 
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Improving Our Production Facilities 
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M 

hot-strip mill on-line 

At the Sparrows Point 
plant, the big event of 
1991 was the start-up of the 
completely modernized hot- 
strip mill, shown in the photo 
below. The modernization 
resulted in a virtually all-new 
facility — from the two new slab 
reheat furnaces at the begin¬ 
ning of the line to the auto¬ 
mated coil handling system at 
its end. In between, there is a 
giant 16.000-horsepower revers¬ 
ing roughing mill, a program¬ 


mable descaler, a uniform 
temperature coil box, a drum- 
type crop shear, finishing stands 
with modern drive and control 
systems and two automatic 
downcoilers. .And the whole 
process is controlled by a sophis¬ 
ticated new' two-level compu¬ 
ter system. The mill can take 
slabs up to 10 inches thick and 
reduce them to hot-rolled 
sheets ranging from .054 inch 
to .500 inch thick. 














HE! mployees 
challenge of new mill 

Initial operation of 
this complex new 
equipment provided a real chal¬ 
lenge to the employees at the 
hot-strip mill — shown in photo 
above — and they responded 
with dedication and determina¬ 
tion. The mill enables the plant 
to produce a wider range of 
products and delivers substan¬ 
tial quality benefits to custom¬ 
ers, including improved surface 
quality; more consistent metal¬ 
lurgical properties, more uni¬ 
form gauge and width, and 
jumbo coils — more than twice 
the size previously produced — 
for longer production runs in 
customers’ plants. 


The benefits from the mod¬ 
ernized hot-strip mill accrue to 
every downstream rolling opera¬ 
tion at Sparrows Point. Hot- 
rolled sheet is further processed 
in our cold-rolled mills for sale 
to various markets and also 
supplies the hot-dip galvanizing 
and Galvalume lines that pro¬ 
vide products principally for 
the construction market. Hot- 
rolled sheet also goes to the tin 
mills where it is cold-rolled 
and coated for the container 
markets. Some hot-rolled coils 
are sold directly to customers 
for fabrication. 




Recycling More Steel 



I, 

Burning old cans 
into new steel products 

The shiny blocks of 
metal in the railroad 
car in the photo below are steel 
food and beverage cans that 
have been detinned and com¬ 
pacted. They are on their way to 
be recycled into new steel in one 
of our basic oxygen furnaces at 
Sparrows Point. Our BOFs use 
about 20% of recycled steel — 
scrap — in converting iron into 
steel. Our electric furnaces use 
100% recycled steel in their steel 
production. Overall, Bethlehem 
recycled more than 3.5 million 
tons of scrap into its furnaces to 
make steel in 1991. 

For decades recycled steel 
has been a sizable portion of the 
steel industry's new steel pro¬ 





duction. The scrap steel for 
recycling comes from millions 
of old cars and billions of cans, 
from the framework of demol¬ 
ished bridges and buildings, 
from the bits and pieces left 
over from cutting steel and 
stamping out metal parts, from 
old rails and railroad cars — 
and, most, recently, from ships 
and tanks left over from the 
Cold War. 

As a result of the coordinated 
efforts of the steel industry, can 
makers and food packers, one- 
fourth of all steel cans are now 
recycled. The steel industry’s 
goal is to have two-t hirds of all 
steel cans recycled by 1995. 































Financial Review and Operating Analysis 


GENERAL 

Bethlehem reported a net loss of $767 million in 1991 compared to a net 
loss of $464 million in 1990 and net income of $246 million in 1989. 
Results for 1991 include a restructuring charge of $575 million primarily 
in connection with exiting the business of our Bar. Rod and Wire 
Division. Results for 1990 and 1989 include net restructuring charges of 
$550 million and $105 million, respectively. See Note C to the Consoli¬ 
dated Financial Statements. 

Excluding the effects of these net restructuring charges. Bethlehem 
had a net loss of $192 million in 1991 compared to net income of $87 
million in 1990 and $351 million in 1989. The continuing effects of the 
recession on steel prices and shipments and higher operating costs, 
primarily associated with the hot-strip mill modernization at Sparrows 
Point and a blast furnace reline at Burns Harbor, were the principal 
causes of the decline in 1991’s operating results. 

SEGMENT RESULTS 

BASIC STEEL OPERATIONS — The Basic Steel Operations segment had 
losses from operations of $708 million in 1991 and $425 million in 1990 
and income from operations of $406 million in 1989. This segment’s 
results for 1991 and 1990 include the previously mentioned restructuring 
charges. 

Steel prices continued to decline in 1991 as a result of the effects of the 
recession on steel demand and intense competitive pressures. Realized 
prices in substantially all our major product lines were lower in 1991 than 
in 1990 or 1989 and, on average, were below the levels of the early 1980’s. 

Domestic steel industry shipments declined by 7% in 1991 to approxi¬ 
mately 79 million tons from 85 million tons in 1990 and 84 million tons in 
1989. The decline in 1991 shipments was primarily attributable to weaker 
demand from the construction, machinery and automotive markets, 
which more than offset the favorable effects of an increase in steel 
exports and a decrease in imports. 

The Basic Steel Operations segment's steel shipments declined in 
1991 to 8.3 million net tons from 8.6 million net tons in 1990 and 9.5 
million net tons in 1989. Raw steel production was 10.0 million net tons in 
1991 compared to 10.9 million net tons in 1990 and 12.2 million net tons in 
1989. Utilization of production capability was 63% in 1991 compared to 
68% in 1990 and 76% in 1989. Results for 1991 were also adversely affected 
by an unfavorable change in product mix due to a higher proportion of 
semifinished shipments. 

The effects of changes in volume, average realized prices and product 
mLx on total steel mill product revenues during the last two years were 
as follows: 


Increase (Decrease) 
from prior year 



1991 

1990 

Volume. 

(6)* 

(9)% 

Realized prices. 

(3) 

(3) 

Product mix. 

(2) 

2 

Total Revenues. 

(H)% 

(10)% 


PERCENTAGE OF FLAT-ROLLED STEEL 
PRODUCED BY CONTINUOUS CASTING 





In addition to lower realized prices and shipments, our Basic Steel 
Operations segment incurred higher operating costs in 1991. Employ¬ 
ment costs were higher in 1991 as a result of w r age and benefit increases 
under our labor agreement with the United Steelworkers of America 
(l T SWA). Wages and benefits under our USWA labor agreement will also 
be higher in 1992 as a result of scheduled increases w'hieh became 
effective on January 1,1992. See “Employees and Employment Costs” 
on page 17. 

Approximately $140 million in higher costs were also incurred in 1991 
in connection with the hot-strip mill modernization and a coke oven 
repair program at the Sparrow's Point plant and a blast furnace reline at 
the Burns Harbor plant. The Sparrows Point hot-strip mill commenced 
start-up operations in late July 1991 and is expected to reach full produc¬ 
tion by mid-1992. The blast furnace reline at Burns Harbor was com¬ 
pleted in November 1991. During 1990, the hot-strip mill modernization, 
coke oven repair program and a blast furnace reline at the Sparrows 
Point plant resulted in approximately $100 million in higher costs. 

In December 1991, we suspended all coke production at our Sparrows 
Point plant for at least two years to permit the assessment and imple¬ 
mentation of the most cost-effective method of completing an emissions 
control program to meet environmental regulations. The Sparrow's Point 
plant will obtain coke from our Bethlehem plant and from various 
outside sources. We currently have contractual commitments with third 
parties sufficient to satisfy our coke requirements at Sparrows Point for 
at least the next two years. 

We have continued to experience losses at our Bar, Rod and Wire 
Division, and there is no reasonable prospect for its return to profit¬ 
ability. Accordingly we have decided to exit this business as promptly as 
possible taking into consideration the requirements of our customers. 
We will attempt to sell the entire Division to a qualified buyer who would 
be able to continue the business, but if this cannot be accomplished in 
the near term, we will sell the individual assets. We have also decided 
to exit the business of our traekwork fabrication operations at Steelton, 
Pennsylvania. If the sale of these operations cannot be accomplished 
promptly we will discontinue them as soon as customer requirements 
permit. 































Percentage of Bethlehem's Net Sales by 
Segment and Major Product 



1991 

1990 

1989 

Basic Steel Operations 




Steel mill products: 




Sheets and tin mill products. 

48 . 4 % 

49 . 3 % 

49 . 0 % 

Plates . 

13.0 

13.5 

14.3 

Bars, rods and semifinished. 

10.1 

8.5 

11.8 

Structural shapes and piling. 

8.9 

8.4 

8.8 

Other steel mill products. 

6.4 

3.4 

2.6 

Other products and services (including 




raw materials). 

7.8 

7.6 

6.9 


94.6 

90.7 

93.4 

Steel Related Operations 

5.4 

9.3 

6.6 


100 . 0 % 

100 . 0 % 

100 . 0 % 


Percentage of Steel Mill Product 
Shipments by Principal Market 


(BASED ON NET TONS SHIPPED) 

1991 

1990 

1989 

Principal Market 

Service Centers, Processors and 

Converters. 

Transportation (including automotive) ... 

Construction. 

Machinery. 

Other. 

40 . 0 % 

20,5 

15.8 

6.0 

17.7 

43 . 7 % 

19.9 

15.3 

6.8 

14.3 

44 . 9 % 

18.8 

15.8 

6.2 

14.3 

100.0% 

100.0% 

100.0% 

Includes shipments to Bethlehem’s manufacturing and fabricating 
operations. 

Percentage of Raw Material Consumption 

Provided by Bethlehem and Affiliates 


1991 

1990 

1989 

Iron Ore. 

69 % 

72 % 

67 % 

Coal. 

56 

57 

54 


Severe market and competitive pressures continue to affect the Rail 
Products and Pipe Division and the Structural Products Division. In 1991, 
Bethlehem terminated discussions concerning a proposed joint venture 
in the United States to produce and market structural and rail products. 
We are considering a modernization program for the rail production 
facilities of the Rail Products and Pipe Division, pending the com¬ 
pletion of a facility study currently under way. The inactive rail mill at 
Monessen, Pennsylvania, will not be part of any modernization program, 
and we will begin to actively market the mill’s production equipment. 


As a result of the recent termination of the proposed joint venture, 
Bethlehem is reevaluating various alternatives, including a possible 
modernization program for the Structural Products Division. Obtaining 
competitive employment costs will be a condition for any potential 
modernization of either the Rail Products and Pipe Division or the Struc¬ 
tural Products Division. As previously announced, the existing iron and 
steelmaking operations at the Structural Products Division, which 
include the blast furnaces, basic oxygen furnaces and related facilities, 
will be discontinued over the next few r years. In 1990 we recorded a 
restructuring charge in connection with discontinuing these operations. 
See Note C to the Consolidated Financial Statements. 

Our coal operations produced 7.9 million tons of coal in 1991 com¬ 
pared to 9.4 million tons in 1990 and 9.6 million tons in 1989. Trade ship¬ 
ments of bituminous coal w^ere 4.7 million tons in 1991,5.9 million tons 
in 1990 and 6.2 million tons in 1989. During 1991 w r e announced our inten¬ 
tion to sell most of our coal operations as ongoing businesses and all of 
the related reserve properties. We expect to complete the sales in 1992. 

Our iron ore operations continued operating at near capacity levels 
during 1991 and are expected to operate at somewhat lower levels 
during 1992. 

STEEL RELATED OPERATIONS — This segment had losses from opera¬ 
tions of $21 million, $18 million and $138 million in 1991,1990 and 1989, 
respectively. The 1989 loss included $105 million in restructuring 
charges. In October 1991, w r e sold our Freight Car Division as part of our 
ongoing strategy to divest assets unrelated to our core steel business. 
Business wus poor for our BethShip operations in 1991 due, in part, to the 
Gulf war; however, the Sparrow's Point yard has received several new 
orders w hich should improve results in 1992. During 1991, Centec, our 
joint venture with a subsidiary of Usinor-Sacilor, a French steelmaker, 
began production of centrifugally cast rolls for the metalworking 
industry. 

AVERAGE STEEL PRICES OF o<*i=ioo) 

MAJOR DOMESTIC PRODUCERS 1981-1991 
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(MILLIONS) 


LIQUIDITY AND FINANCIAL RESOURCES 

Cash and cash equivalents declined to $84 million at December 31,1991 
from $274 million at December 31,1990 as a result of reduced cash 
provided by operating activities, high levels of capital spending, 
continued pension funding and the payment of dividends. Cash provided 
by operating activities declined to $119 million in 1991 from $354 million 
in 1990 and $707 million in 1989. Capital spending increased to $564 
million in 1991 from $488 million in 1990 and $421 million in 1989. 

During 1991 we contributed $131 million to our pension funds 
compared to $276 million in 1990 and $359 million in 1989. However, our 
pension liability increased to $965 million at December 31,1991 from 
$827 million at December 31,1990 primarily as a result of our announce¬ 
ment to exit the business of our Bar, Rod and Wire Division. We will 
consider making additional contributions to our pension funds during 
1992 as appropriate. 

We realized cash proceeds from asset sales of $84 million in 1991, 
primarily from the sale of our Freight Car Division. Excluding any 
proceeds from the sale of our Bar, Rod and Wire Division, w e currently 
plan to generate about $200 million from asset sales in 1992, principally 
from the sale of most of our coal operations as ongoing businesses and all 
of the related coal reserve properties. We have also announced our inten¬ 
tion to sell our coke-making operations in Lackawanna, New' York. 

During 1991, we borrowed $116 million under our $270 million loan 
agreement to fund construction of the two hot-dip galvanizing lines 
being built at our Sparrows Point and Burns Harbor plants. We also 
borrowed $144 million under our 1987 and 1990 revolving credit agree¬ 
ments and certain other credit arrangements. At December 31,1991, 

$465 million was available for borrowing under our 1987 and 1990 revolv¬ 
ing credit agreements compared to $585 million at December 31,1990. 

On March 15,1992, the maximum loan amount under our 1987 
revolving credit agreement will be reduced from $500 million to $469 
million and will continue to be reduced by approximately $31 million on 
a quarterly basis over a four-year period. In addition, the maximum loan 
amount under our 1990 revolving credit agreement will be reduced from 


Common Stock 

Markot and Dividond Information 


Period 

1991 

1990 

Prl«»s* 

DM- 

Prlcai* 

Divi¬ 

Nigh 

Low 

Paid** 

High 

Low 

dends 

Paid 

First Quarter. 

$16,625 

$12,875 

$.10 

$21,125 

$16,000 

Tio 

Second Quarter. 

18.500 

12.125 

.10 

20.375 

15.125 

.10 

Third Quarter. 

18.375 

16.000 

.10 

17.625 

11.000 

.10 

Fourth Quarter. 

16.875 

10.750 

.10 

15.125 

10.625 

.10 




$.40 



$.40 
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*The principal market for Bethlehem Common Stock is the New' York Stock 
Exchange. Bethlehem Common Stock is also listed on the Midwest Stock 
Exchange. The high and low sales prices of the Common Stock as reported in 
the consolidated transaction reporting system are shown. The trading symbol 
for Bethlehem Common Stock is BS. 

*The quarterly dividend on Bethlehem's Common Stock for the first quarter of 
1992 has been omitted. In accordance with previously announced policy, future 
dividends will be determined by the Board of Directors on the basis of attained 
results and the business outlook. 


CAPITAL EXPENDITURES 


$421 '•* 


$488 '90 



$100 million to $75 million on September 28,1992. We anticipate negoti¬ 
ating a new r revolving credit agreement in 1992 to replace our 1987 
revolving credit agreement. 

During 1991, w’e repaid about $69 million of debt and capital lease 
obligations. How ever, as a result of our net loss for the year and the 
increases in our debt described above, our debt as a percentage of 
invested capital increased to 56% at December 31,1991 compared to 31% 
at December 31,1990 and 27% at December 31,1989. Debt is also 
expected to increase during 1992 primarily as a result of additional 
borrowings to fund construction of the two new hot-dip galvanizing lines. 

In addition to capital expenditures and potential contributions to our 
pension funds, m^jor uses of cash during 1992 include the repayment of 
approximately $110 million of debt and capital lease obligations. We 
expect to maintain an adequate level of liquidity throughout 1992. 

CAPITAL EXPENDITURES 

Capital expenditures were $564 million during 1991 compared to $488 
million in 1990 and $421 million in 1989. We currently estimate that 
capital expenditures for 1992 will be approximately $400 million. 

During 1991, we completed the modernization of the 68-inch hot-strip 
mill at our Sparrow's Point plant and a reline of a blast furnace at the 
Burns Harbor plant. We also started construction of the new 48-inch hot- 
dip galvanizing line at the Sparrows Point plant and the new' 72-inch hot- 
dip galvanizing line at the Burns Harbor plant. The Sparrows Point line 
is scheduled for completion during the second half of 1992 and the Burns 
Harbor line is scheduled for completion in early 1993. 

Approximately $280 million of additional capital expenditures were 
authorized in 1991. At December 31,1991, the estimated cost of 
completing authorized capital expenditures was approximately $310 
million compared to $596 million at December 31,1990. 

ENVIRONMENTAL MATTERS 

Bethlehem is subject to stringent federal, state and local environmental 
laws and regulations concerning, among other things, air emissions, 
waste water disc harges, and solid and hazardous waste disposal. 
Bethlehem incurs substantial costs in complying with these environ¬ 
mental laws and regulations. Our total expense for environmental 
compliance was approximately $145 million in 1991 and $125 million in 
each of 1990 and 1989, while our environmental compliance-related 
capital expenditures were $102 million in 1991, $76 million in 1990 and 
$27 million in 1989. 


































Under the Clean Air Act Amendments of 1990, coke-making facilities 
will have to meet progressively more stringent standards over the next 
30 years. During 1991, Bethlehem suspended coke production at the 
Sparrows Point plant for at least two years to permit the assessment and 
implementation of the most cost-effective method of completing an 
emissions reduction program to meet environmental regulations. 
Bethlehem continues to operate coke-making facilities at its Burns 
Harbor plant and its Structural Products Division and at Lackawanna, 
New York. Bethlehem has announced its intention to sell its Lackawanna 
facilities, which market coke to trade customers. While we continue to 
evaluate the impact applicable emission control regulations have on 
these operations, we believe these operations will be able to comply and 
that Bethlehem's future capital expenditures for environmental controls 
should be in the range of 10% to 15% of our capital budget. 

Based on existing environmental laws and regulations, Bethlehem 
currently estimates that capital expenditures for environmental compli¬ 
ance will be approximately $60 million in each of the next two years. 
However, estimates of the future capital expenditures and operating 
costs required for environmental compliance are imprecise due to 
numerous uncertainties, including the evolving nature of the regula¬ 
tions, the possible imposition of more stringent requirements, the avail¬ 
ability of new technologies and the t iming of expenditures. Bethlehem 
does not believe the future costs of environmental compliance will have 
a material adverse effect on its consolidated financial position or on its 
competitive position with respect to other integrated domestic steel¬ 
makers who are subject to the same environmental requirements. 

EMPLOYEES AND EMPLOYMENT COSTS 

Under Bethlehem’s 1989 labor agreement with the USWA, standard 
hourly wage rates increased an average of $.50 per hour, effective 
January 1,1992. In addition, effective in August 1991, quarterly inflation 
recognition payments equal to 1% of hourly wage rates times hours 
worked are required, generally, for each full 1% increase in the Consumer 
Price Index in excess of 3% annually. No inflation recognition payments 
were payable during 1991. 

The agreement also provides for an annual profit-sharing plan equal 
to 10% of annual corporate income before taxes, unusual items and 
expenses applicable to the plan. In 1991, approximately $10 million in 
profit-sharing payments was distributed to employees for the 1990 plan 
year. We do not expect to make any profit-sharing payments for the 1991 
plan year. Under other provisions of the plan, w r e issued approximately 
323,000 shares of Preference Stock in 1991 to the trustee for the benefit 
of employees for 1990. We expect to issue approximately 246,000 shares 
of Preference Stock in 1992 to the trustee for the benefit of employees 
for 1991. Approximately 18,000 employees are covered by the USWA 
labor agreement. 

At the end of 1991, Bethlehem had approximately 26,400 employees. 
During 1992 and 1993, Bethlehem plans to reduce its hourly and salaried 
work force at ongoing operations by about 1,250 employees. This action, 
together with plans to exit certain businesses as previously discussed, is 
expected to result in total employment force reductions of about 6,500. 
The reduction at ongoing operations will be accomplished by immedi¬ 
ately implementing an early retirement incentive program for certain 
eligible salaried employees, realigning or eliminating various functions, 
and further streamlining production forces. 


Employment Cost Summary — All Employees 


(DOLLARS IN MILLIONS, EXCEPT 

PER EMPLOYEE AND PER HOUR DATA) 

1991 

1990 

1989 

Salaries and Wages. 

$1,105.7 

$1,142.4 

$1,102.0 

Employee Benefits (including retirees): 




Pension Plans . 

186.6 

182.6 

188.4 

Medical and Insurance. 

239.3 

222.8 

189.2 

Payroll Taxes. 

103.5 

111.6 

111,5 

Union Employee Investment and 




Profit-Sharing Plans. 

6.8 

19.3 

58.3 

Workers’ Compensation. 

48.6 

46.4 

49.1 

Supplemental Unemployment, 




Savings Plan and Other. 

30.3 

26.9 

33.1 

Total Benefit Costs. 

615.1 

609.6 

629.6 

Total Employment Costs. 

$1,720.8 

$1,752.0 

$1,731.6 

Employment Costs as a Percent of 




Net Sales. 

39.9% 

35.8% 

33.0% 

Average Number of Employees. 

27,500 

29,600 

30,500 

Average Cost per Employee: 




Salaries and Wages. 

$ 40,207 

$ 38,596 

$ 36,130 

Benefits (including retirees) . 

22,368 

20,593 

20,640 

Total. 

$ 62,575 

$ 59,189 

$ 56,770 

Average Cost per Hour: 




Salaries and Wages. 

$ 20.19 

$ 19.12 

$ 18.42 

Benefits (including retirees) . 

11.23 

10.20 

10,37 

Total. 

$ 31.42 

$ 29.32 

$ 28.79 


NEW ACCOUNTING STANDARD FOR POSTRETIREMENT 
EMPLOYEE BENEFITS OTHER THAN PENSIONS 

In 1990, the Financial Accounting Standards Board (FASB) issued a new r 
accounting standard for postretirement employee benefits other than 
pensions, principally health care benefits. This new standard requires 
employers, beginning in 1993, to expense these benefits on an accrual 
basis rather than the current “pay-as-you-go” cash basis. 

Currently w^e estimate that Bethlehem has an unrecognized, 
unfunded Accumulated Postretirement Benefit Obligation (the transi¬ 
tion obligation) of between $1.1 and $1.6 billion at December 31,1991. The 
standard allows companies to immediately recognize this obligation or 
amortize it over a 20-year period. We have not yet decided which of the 
two methods we will adopt. If we recognize the transition obligation 
immediately, our stockholders' equity will be reduced between $.7 and 
$1.1 billion on an after-tax basis with an increase in our annual after-tax 
expense of between $10 and $35 million. Alternatively if we decide to 
amortize the transition obligation over 20 years, there would be no 
immediate impact on our stockholders' equity, but our annual after-tax 
expense would increase between $50 and $90 million. This new account¬ 
ing standard does not change the cash requirements for funding these 
benefits. These ranges assume the ability to record deferred income 
taxes under the FASB’s new exposure draft, Accountingfor Income 
Taxes. 














































BETHLEHEM'S SEGMENTS 

For financial reporting purposes, we have disaggregated the results of 
our operations and certain other financial information into two seg¬ 
ments: Basic Steel Operations and Steel Related Operations. Financial 
information with respect to these segments is included in Note B to the 
Consolidated Financial Statements. 

Products and services of the Basic Steel Operations segment include 
a wide variety of steel mill products described in the table on page 15; 
raw materials, such as iron ore and coal, which are used in our own 
steelmaking operations and sold to trade customers; and railroad and 
lake shipping operations. 


The Steel Related Operations segment manufactures and fabricates 
various iron and steel products for the machinery and utility industries. 
The BethShip Division, which is also part of Steel Related Operations, 
repairs vessels and marine drilling and production equipment for the 
marine and oil and gas industries and the United States Government, 
and manufactures industrial products. 

The products and services of the Basic Steel Operations and Steel 
Related Operations segments are distributed through our own sales 
organizations, which have sales offices at various locations in the 
United States. Export sales were 5.5% of total sales in 1991,3.6% in 1990 
and 4.6% in 1989, and are made by Bethlehem’s own sales organization 
and through foreign sales agents. 


BETHLEHEM'S PLANTS AND FACILITIES 

Bethlehem has five raw steel producing plants and certain related 
facilities: 

BURNS HARBOR, IND., PLANT. Principal products are hot-rolled sheet, 
cold-rolled sheet and coated sheet for the automotive, service center, 
container and appliance markets and steel plate for the construction, 
machinery and service center markets. The plant also operates a 
galvanizing line in Lackawanna, N.Y. Bethlehem also participates in a 
joint venture which owns and operates an electrogalvanizing line at 
Walbridge, Ohio. 

SPARROWS POINT, MD., PLANT. Principal products are hot-rolled sheet, 
cold-rolled sheet, galvanized sheet, Galvalume sheet, tinplate, steel plate 
and semifinished steel for the construction, appliance, service center, 
container and other metals markets. 

STRUCTURAL PRODUCTS DIVISION (BETHLEHEM, PA., PLANT). 

Principal products are structural steel shapes and piling for the building 
and construction markets. Also produced at this location are ingot molds 
and foundry products for the energy, defense and metals industries. 

RAIL PRODUCTS AND PIPE DIVISION (STEELTON, PA, PLANT). Principal 
products are railroad rails and switches, large-diameter pipe, bars and 
semifinished steel for the rail transportation, construction, oil and gas, 
and other metals markets. 

BAR. ROD AND WIRE DIVISION (JOHNSTOWN, PA.. PLANT). Principal 
products are steel bars and rod for the automotive, conversion, fastener 
and machinery markets. The division also operates a bar mill in 
Lackawanna, N.Y., and a rod mill at the Sparrows Point plant. 


Bethlehem also has the following manufacturing facilities and 
transportation and natural resource operations: 

MANUFACTURING FACILITIES. One facility for the production of 
forgings and castings and a joint venture for the production of 
centrifugally cast rolls at Bethlehem, Pa.; and two yards for ship and 
drill rig repair — one at Sparrows Point, Md., and one at Port Arthur, Tex. 

TRANSPORTATION. Five shortline railroads serving Bethlehem 
operations at Sparrows Point, Md., Bethlehem, Johnstown and Steelton, 
Pa., and Lackawanna, N.Y.; one line-haul railroad serving coal mines 
near Johnstown, Pa.; and two vessels—one owned and one under 
long-term charter — transporting raw materials on the Great Lakes. 

COAL. Four mines and four cleaning plants in Pennsylvania and West 
Virginia producing metallurgical and steam coal and one facility 
producing coke. 

IRON ORE. Three operations in which Bethlehem has a partial interest: 
one in Minnesota, one in Canada and one in Brazil. 









Consolidated Statements of Income 



Year ended December 31 

(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA) 

1991 1990 1989 


Net Sales. 

$4,317.9 

$4,899.2 

$5,250.9 

Costs and Expenses: 




Cost of sales . 

4,059.7 

241.4 

4,327.2 

305.7 

4,399.1 

325.3 

Depreciation (Note A). 

Selling, administrative and general expense. 

171.0 

159.6 

154.1 

Estimated restructuring losses—net (Note C). 

575.0 

550.0 

105.0 

Total Costs and Expenses 

5,047.1 

5,342.5 

4,983.5 

Income (Loss) from Operations 

(729.2) 

(443.3) 

267.4 

Net Financing Expense (Note D). 

35.8 

14.2 

9.7 

Income (Loss) before Income Taxes. 

(765.0) 

(457.5) 

257.7 

Provision for Income Taxes (Note E). 

2.0 

6.0 

12.0 

Net Income (Loss). 

(767.0) 

(463.5) 

245.7 

Dividend Requirements for Preferred and Preference Stock. 

24.7 

24.2 

26.0 

Net Income (Loss) Applicable to Common Stock [($10.41), 




($6.45) and $2.93 per share] . 

$ (791.7) 

$ (487.7) 

$ 219.7 


The accompanying Notes are an integral part of the Consolidated Financial Statements. 









































Consolidated Balance Sheets 


(DOLLARS IN MILLION'S, EXCEPT PER SHARE DATA) _ 

ASSETS 
Current Assets: 

Cash and cash equivalents (Note A). 

Receivables, less allowances of $18.1 and $19.2 (Note F). 

Inventories (Notes A and F). 

Other current assets. 

Total Cur rent Assets. 

Investments (Note A). 

Property, Plant and Equipment, less accumulated depreciation of 

$4,129.7 and $4,985.6 (Note A). 

Miscellaneous Assets. 

Intangible Asset - Pensions (Note I). 

Total Assets . 

LIABILITIES AND STOCKHOLDERS' EQUITY 
Current Liabilities: 

Accounts payable. 

Accrued employment costs. 

Accrued taxes (Note E). 

Debt and capital lease obligations (Notes F and G). 

Other current liabilities. 

Total Current Liabilities. 

Pension Liability (Note I). 

Long-term Debt (Note F) . 

Capital Lease Obligations (Note G). 

Other Long-term Liabilities (Note C) . 

Stockholders' Equity (Notes J, K and L): 

Preferred Stock—at $1 per share par value (aggregate liquidation preference of $225.0); 
Authorized 20,000,000 shares; issued and outstanding: 

$5.00 Cumulative Convertible Preferred Stock, 2,500,000 shares. 

$2.50 Cumulative Convertible Preferred Stock, 4,000,000 shares. 

Preference Stock — at $1 per share par value (aggregate liquidation preference of $89.3); 
Authorized 20,000,000 shares; issued and outstanding: 

Series “A” 5% Cumulative Convertible Preference Stock, 2,406,696 and 2,606,333 shares 

Series “B” 5% Cumulative Convertible Preference Stock, 306,398 shares. 

Common Stock — at $1 per share par value; Authorized 150,000,000 shares; 

Issued 78,377,096 and 77,864,212 shares. 

Held in treasury, 1,996,877 shares at cost. 

Additional Paid-in Capital. 

Retained Earnings (Deficit). 

Total Stockholders' Equity. 

Total Liabilities and Stockholders' Equity. 


December 31 


1991 

1990 

$ 83.8 

$ 273.5 

413.7 

451.1 

453.4 

468.3 

6.9 

10.3 

957.8 

1,203.2 

48.7 

51.3 

2,864.8 

2,796.4 

85.0 

57.9 

172.0 

273.3 

$4,128.: 

$4,382.1 

$ 445.5 

$ 423.2 

146.1 

155.6 

79.6 

74.6 

109.6 

74.0 

150.2 

104.0 

931.0 

831.4 

964.9 

826.9 

617.6 

415.8 

144.0 

174.0 

796.0 

645.0 

2.5 

2.5 

4.0 

4.0 

2.4 

2.6 

.3 

— 

78.4 

77.9 

(59.6) 

(59.6) 

1,281.4 

1,287.7 

(634.6) 

173.9 

674.8 

1,489.0 

$4,128.3 

$4,382.1 


The accompanying Notes are an integral part of the Consolidated Financial Statements. 
























































Consolidated Statements of Cash Flows 


Year ended December 31 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Operating Activities: 




Net income (loss). 

$ (767.0) 

$ (463.5) 

$ 245.7 

Acjjustments for items not affecting cash from operating activities: 




Depreciation. 

241.4 

305.7 

325.3 

Estimated restructuring losses — net (Note C). 

575.0 

550.0 

105.0 

Other —net. 

11.4 

(17.1) 

12.6 

Working capital*: 




Receivables. 

33.2 

33.1 

61.6 

Inventories. 

(27.3) 

(58.0) 

(43.9) 

Accounts payable. 

18.4 

43.2 

29.8 

Employment costs and other. 

13.0 

(44.9) 

(38.7) 

Other —net. 

20.6 

5.9 

9.1 

Cash Provided from Operating Activities . 

118.7 

354.4 

706.5 

Investing Activities: 




Capital expenditures. 

(563.9) 

(488.0) 

(421,3) 

Cash proceeds from sales of businesses and assets. 

83.7 

73.0 

38.4 

Collateral investments. 

(2.4) 

19.6 

10.1 

Other—net. 

2.8 

6.6 

23.6 

Cash Used for Investing Activities . 

(479.8) 

(388.8) 

(349.2) 

Financing Activities: 




Pension financing (funding) — net (Note I). 

53.9 

(96.3) 

(172.7) 

Revolving and other credit borrowings — net. 

144.0 

10.0 

— 

Long-term debt borrowings (Note F). 

125.8 

— 

— 

Long-term debt and capital lease payments (Notes F and G). 

(68.6) 

(70,3) 

(98,3) 

Restructured facilities payments. 

(30.8) 

(14.6) 

(27.5) 

Cash dividends paid (Note L). 

(52.9) 

(52.8) 

(37.5) 

Common Stock issued (Note L). 

— 

1.4 

1.8 

Cash Provided from (Used for) Financing Activities . 

171.4 

(222.6) 

(334.2) 

Net Increase (Decrease) in Cash and Cash Equivalents . 

(189.7) 

(257.0) 

23.1 

Cash and Cash Equivalents - Beginning of Period. 

273.5 

530,5 

507.4 

— End of Period. 

$ 83.8 

$ 273.5 

$ 530.5 

Supplemental Cash Payment Information: 




Interest, net of amount capitalized. 

$ 44.4 

$ 41.6 

$ 65.0 

Income taxes (Note E). 

$ 1.9 

$ 1.2 

$ 9.0 


^Excludes Financing Activities and Investing Activities. 

The accompanying Notes are an integral part of the Consolidated Financial Statements. 































































Notes to Consolidated Financial Statements 


A. ACCOUNTING POLICIES 

PRINCIPLES OF CONSOLIDATION — The consolidated financial state¬ 
ments include the accounts of Bethlehem Steel Corporation and all 
majority-owned subsidiaries and joint ventures. 

CASH AND CASH EQUIVALENTS — Cash equivalents consist primarily of 
overnight investments, certificates of deposit and other short-term, 
highly liquid instruments generally with original maturities at the time 
of acquisition of three months or less. Cash equivalents are stated at cost 
plus accrued interest, w'hich approximates market. 

INVENTORIES — Inventories are valued at the lower of cost (principally 
LIFO) or market. Contract work in progress is valued at cost less billings. 
Estimated losses are recognized w'hen first apparent and partial profits 
are based on percentage of completion. 

Inventory values are: 


December 31 


(DOLLARS IS MILLIONS) 1991 1990 


LIFO. 

$ 390.4 
45.4 
17.6 

$ 405.2 
44.6 

18,5 

FIFO. 

Contract work in progress less billings. 

Total inventories. 

$ 453.4 

$ 468.3 



Our inventories valued at current cost are: 


December 31 


(DOLLARS IN MILLIONS) \99} 1990 

Raw materials and supplies. 

Finished and semifinished products. 

Contract work in progress less billings of $1.7 and $61.5.. 

Total at current cost. 

Excess of current cost over LIFO values. 

$ 402.4 
538.3 
17.6 

$ 383.5 
555.5 
28.4 

958.3 

(504.9) 

967.4 

(499.1) 

Total inventories. 

$ 453.4 

$ 468.3 



Certain LIFO inventory quantities have been reduced, resulting in 
charges to cost of sales at the lower costs prevailing in prior years 
compared to current year costs. These liquidations reduced cost of sales 
by $15.1, $10.2 and $15.4 million in 1991,1990 and 1989. 

INVESTMENTS — Associated enterprises are primarily 50% or less inter¬ 
ests in mining operations that provide a portion of our raw material 
requirements. Investments in associated enterprises accounted for by 
the equity method w r ere $44.2 million and $49.1 million at December 31, 
1991 and 1990. 


PROPERTY, PLANT AND EQUIPMENT — Property, plant and equipment 
is stated at cost. Maintenance, repairs and renewals which neither 
materially add to the value of the property nor appreciably prolong its 
life are charged to expense. Gains or losses on dispositions of property, 
plant and equipment are recognized in income. Interest is capitalized on 
significant construction projects. 

Our property, plant and equipment by major classification is: 


December 31 

(DOLLARS IN MILLIONS) 

1991 

1990 

Land (net of depletion). 

Buildings. 

Machinery and equipment: 

Steel manufacturing. 

Other . 

$ 90.1 

694.1 

5,025.5 

813.7 

$ 109.8 
796.0 

5,435.5 

929.9 

Accumulated depreciation. 

6,623.4 

(4,12!t.7) 

7,271.2 

(4,985.6) 

Construction in progress. 

2,493.7 

371.1 

2,285.6 

510.8 


Total. 

$2,864.8 

$2,796.4 


DEPRECIATION — Depreciation, which includes amortization of assets 
under capital leases, is based upon the estimated useful lives of each 
asset group. The estimated useful life is 18 years for most steel producing 
assets. Steel, other than blast furnace linings, and most raw material 
producing assets are depreciated on a straight-line basis adjusted by an 
activity factor. This factor is based on the ratio of production and 
shipments for the current year to the average production and shipments 
for the current and preceding four years at each operat ing location. 
Annual depreciation after adjustment for this activity factor is not less 
than 75% nor more than 125% of straight-line depreciation. Depreciation 
after acyustment for this activity factor was $21.9 million less than 
straight-line in 1991, $9.8 million less in 1990 and $17.3 million more in 
1989. Through December 31,1991, $44.6 million less accumulated depre¬ 
ciation has been recorded under this method than would have been 
recorded under straight-line depreciation. 

The cost of blast furnace linings is depreciated on a unit-of-produc- 
tion basis. All other assets are depreciated on a straight-line basis. 






























































B. INDUSTRY SEGMENT INFORMATION 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Sole*: 

Trade: 




Basic Steel Operations. 

$4,085.7 

$4,439.8 

$4,906.9 

Steel Related Operations. 

232.2 

459.4 

344.0 

Intersegment: 




Basic Steel Operations. 

21.0 

80.2 

75.9 

Steel Related Operations. 

18.7 

47.6 

82.5 

Eliminations. 

(39.7) 

(127.8) 

(158.4) 

Total. 

.$4,317.9 

$4,899.2 

$5,250.9 

Estimated Restructuring Losses - net: 




Basic Steel Operations. 

$ 575.0 

$ 550.0 

$ - 

Steel Related Operations. 

— 

— 

105.0 

Total. 

$ 575.0 

$ 550.0 

$ 105.0 

Income (Loss) from Operations: 




Basic Steel Operations. 

$ (707.9) 

$ (425.0) 

$ 405.6 

Steel Related Operations. 

(21.3) 

(18.3) 

(138.2) 

Total. 

$ (729.2) 

$ (443.3) 

$ 267.4 

Shipments (net tons in thousands): 




Basic Steel Operations. 

8,303 

8,628 

9,528 

Identifiable Assets: 




Basic Steel Operations. 

$3,673.6 

$3,554.9 

$3,581.2 

Steel Related Operations. 

139.5 

182.8 

218,3 

Corporate. 

315.2 

644.4 

993.8 

Total. 

$4,128.3 

$4,382.1 

$4,793.3 

Depredation: 




Basic Steel Operations. 

$ 223.8 

$ 291.9 

$ 312.8 

Steel Related Operations. 

17.6 

13.8 

12.5 

Total. 

$ 241.4 

$ 305.7 

$ 325.3 

Capital Expenditures: 




Basic Steel Operations. 

$ 538.8 

$ 471.3 

$ 407.3 

Steel Related Operations. 

9.6 

5.6 

3.2 

Corporate. 

15.5 

11.1 

10.8 

Total. 

$ 563.9 

$ 488.0 

$ 421.3 


A general description of our segments and their products and 
services is contained in Financial Review and Operating Analysis 
under the heading “Bethlehem’s Segments” on page 18 of this 
Report. 

Intersegment sales are generally at market prices. Corporate 
assets consist primarily of cash and cash equivalents, investments 
and an intangible asset — pensions. 


C. ESTIMATED RESTRUCTURING LOSSES 

On January 29,1992, we announced our plan to exit the business of our 
Bar, Rod and Wire Division. The Division has operating facilities in 
Johnstown, Pennsylvania, Lackawanna, New York, and Sparrows Point, 
Maryland, and currently has about 2,600 employees. At the same time, 
we announced a planned reduction of hourly and salaried forces during 
1992 through a retirement incentive program and other realignment or 
elimination of activities. Also, in December 1991, we suspended all coke¬ 
making operations at our Sparrows Point plant while we investigate 
cost-effective alternatives to meet our coke requirements and comply 
with environmental regulations. Based on engineering analysis, we 
have determined that it is not feasible to make the necessary repairs to 
meet the environmental requirements and, therefore, a significant por¬ 
tion of the coke ovens’ book value must be written off. Principally as a 
result of these planned actions, we recorded a net restructuring loss of 
$575 million in 1991. 

In 1990, we recorded a restructuring loss of $550 million principally 
involving a proposed joint venture to produce and market structural and 
rail products in the United States. In connection with the proposed 
venture, we would have restructured most of our existing structural and 
rail business units in Bethlehem and Steelton, Pennsylvania, and the 
venture would have made a significant capital investment. On November 
11,1991, Bethlehem terminated discussions regarding the proposed joint 
venture. As a result, and based on our current plan for these businesses, 
w r e announced that the existing iron and steelmaking operations in 
Bethlehem, which include the blast furnaces, basic oxygen furnaces and 
related facilities, will be discontinued over the next few years and our 
trackwork operations, which are part of our rail business in Steelton, will 
be sold or discontinued. 

The restructuring loss recorded in 1990 in connection with the 
proposed joint venture exceeded the restructuring loss required for 
discontinuing the iron and steelmaking operations and exiting our track- 
work operations. The estimated restructuring loss recorded in 1991 has, 
therefore, been reduced by approximately $80 million. 

In 1989, we recorded a $105 million loss for restructuring our 
BethShip and BethForge Divisions. These restructuring charge amounts 
include certain pension costs related to the employees involved in these 
businesses and assets of $190, $115 and $30 million for 1991,1990 and 
1989. Prior to 1989, we also recorded significant restructuring losses. 

During 1991 and 1990, we charged $30.8 and $14.6 million for net 
payments and losses to the accrued liabilities established for restruc¬ 
turing. We also credited these accrued liabilities for proceeds of $20.1 
and $14.6 million in 1991 and 1990 from the sale of certain related assets. 
Other long-term liabilities are primarily accrued employee benefit 
obligations other than pensions such as health care and workers’ 
compensation. 

















































































D. NET FINANCING EXPENSE 

Our net financing expense consisted of: 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Interest and other financing costs. 

$ 72.3 

$ 65.5 

$ 73.1 

Interest capitalized . 

(26.8) 

(21.4) 

(8.4) 


45.5 

44.1 

64.7 

Interest and other income. 

9.7 

29.9 

55.0 

Net financing expense. 

$ 35.8 

$ 14.2 

$ 9.7 


E. TAXES 

We account for income taxes under Statement of Financial Accounting 
Standards No. 96, Accounting for Income Taxes. The provision for 
income taxes consisted of: 


(DOLLARS IN MILLIONS) 

1991 


1990 


1989 

Federal — current. 

$ - 

$ 

o 

O-j 

$ 

5.0 

State and foreign — current. 

2.0 


4.0 


3.0 

Total current. 

2.0 


6.0 


8.0 

Federal — deferred. 

— 


— 


4.0 

Total provision. 

$ 2.0 

$ 

6.0 

$ 

12.0 


The provision for income tax expense differs from the amount com¬ 
puted by applying the federal statutory rate to pre-tax income (loss). 
The computed amounts and the items comprising the total differences 
are as follows: 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Pre-tax income (loss): 

United States. 

$ (773.0) 

$ (474.2) 

$ 240.2 

Foreign. 

8.0 

16.7 

17.5 

Total. 

$ (765.0) 

$ (457.5) 

$ 257.7 

Computed amounts. 

$ (260.1) 

$ (155.6) 

$ 87.6 

Loss in excess of allowable carrybacks. 

260.1 

155.6 

— 

Benefit from financial net operating loss 
carryforward . 



(72.9) 

Percentage depletion. 

— 

— 

(7-6) 

Dividend received deduction. 

— 

— 

(7-0) 

Alternative minimum tax. 

— 

2.0 

9.0 

State and foreign taxes. 

2.0 

4.0 

3.0 

Other differences — net. 

— 

— 

(1) 

Total provision. 

$ 2.0 

$ 6.0 

$ 12.0 


At December 31,1991, Bethlehem had unused net operating loss carry¬ 
forwards of approximately $2.6 billion for financial reporting purposes, 
$1.4 billion for federal income tax purposes and approximately $.7 billion 
for alternative minimum tax purposes. The carryforwards expire in the 
years 1997 through 2006. Under the requirements of current accounting 
principles, the potent ial future tax benefits of these net operating 


loss carryforwards cannot be recorded for financial reporting purposes; 
however, an exposure draft of a potential new accounting standard has 
been issued which would change these requirements. We currently do 
not know the full impact of this potential change. 

In addition to income taxes, we incurred costs for certain other taxes 
as follows: 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Employment taxes. 

$ 103.5 

$ 111.6 

$ 111.5 

Property taxes . 

27.4 

26.3 

26.7 

State and foreign taxes. 

16.8 

16.9 

17.5 

Federal excise tax on coal . 

7.1 

8.1 

8.5 

Tbtal other taxes. 

$ 154.8 

$ 162.9 

$ 164.2 

F. LONG-TERM DEBT 

December 31 

(DOLLARS IN MILLIONS) 


1991 

1990 

Debentures: 




5.40% Due 1992 . 


$ 30.0 

$ 30.0 

6 7 /«% Due 1999 . 


18.8 

18.8 

9% Due 2000. 


41.3 

41.3 

8%% Due 2001 . 


41.6 

41.6 

8.45% Due 2005 . 


90.8 

90.8 

Pollution control and industrial revenue bonds: 



5'/4V8%, Due 1992-2002 . 


103.1 

112.1 

Variable interest at 50%-70% of prime rate, 




Due 1992-1996 . 


53.0 

70.3 

Hot-dip galvanizing lines financing. 


116.5 

— 

Revolving and other credit agreements. 


154.0 

10.0 

Notes and loans: 




9*%-12.75%, Due 1992-1997. 


44.4 

42.5 

Unamortized debt discount. 


(2.4) 

(2.6) 

Amounts due within one year. 


(73.5) 

(39.0) 

Total long-term debt. 


$ 617.6 

$ 415.8 


Excluding revolving and other credit loaas, maturities and sinking fund 
requirements at December 31,1991 for the next five years were $73.5 
million in 1992, $29.4 million in 1993, $60.0 million in 1994, $63.1 million 
in 1995 and $80.5 million in 1996. 

A consortium of Japanese trading companies is providing up to $270 
million to finance a major portion of the costs to construct hot-dip galva¬ 
nizing lines at our Sparrows Point and Burns Harbor plants. Borrowings 
are collateralized by the galvanizing lines and incur interest based on 
the London Interbank Offered Rate (LIBOR). At December 31,1991, 
borrowings of $116.5 million were outstanding. These loans will be repaid 
in equal semiannual installments over a seven-year period after con¬ 
struction is completed. We may elect to convert the interest rate to a 
fixed rate after construction is completed. A half of 1% per annum com¬ 
mitment fee is charged on the unused loan commitment. 




















































































































Under our 1990 unsecured revolving credit agreement, we may borrow 
up to $100 million which will be reduced $25 million on September 28, 
1992 and is currently scheduled to expire on September 28,1993. 
Borrowings under this agreement are expected to fund construction 
costs of the two hot-dip galvanizing lines, but can be used for general 
corporate purposes. Borrowings outstanding at December 31,1991 of $80 
million were used primarily to fund the construction costs of the galva¬ 
nizing lines, and incur interest based on the LIBOR. We pay three- 
eighths of 1% per annum commitment fee on the unused available credit. 

Under our 1987 revolving credit agreement, we may borrow a total of 
$500 million subject to collateral coverage requirements. On March 15, 
1992, the maximum loan amount under this credit agreement will be 
reduced to $469 million and will continue to be reduced by $31 million 
on a quarterly basis over a four-year period. Our accounts receivable and 
inventories are pledged as collateral for any borrowings and letters of 
credit under this credit agreement and for certain other debt obligations 
to participating banks. Borrowings outstanding at December 31,1991 
were $50 million and incur interest based on the prime rate, certificate 
of deposit rates or LIBOR. We pay a quarter of 1 % per annum facility fee 
on the available credit and an eighth of 1% per annum commitment fee 
on the unused available credit. 

Bethlehem’s revolving credit and hot-dip galvanizing lines financing 
agreements contain a restrictive covenant which requires Bethlehem to 
maintain a minimum tangible net worth. At December 31,1991 our 
tangible net worth exceeded the requirement by approximately $1.4 
billion. 

At December 31,1991, interest rate swap agreements with notional 
amounts totaling $250 million effectively fix the interest rate on a like 
amount of our floating rate debt at 7.99% to 11.95%. These agreements 
expire from 1992 through 2001. Net payments or receipts under these 
agreements are included in interest expense. 

G. LEASES 

We lease certain manufacturing facilities and equipment under capital 
leases; the most significant covers the two continuous casters at our 
Sparrows Point and Burns Harbor plants. The lease requires quarterly 
rental payments of $9 million plus interest at l'/4% above the LIBOR. The 
amounts included in property, plant and equipment for capital leases 
were $358.6 million (net of $151.0 million accumulated amortization) 
and $381.0 million (net of $122.8 million accumulated amortization) at 
December 31,1991 and 1990. 

Future minimum payments under noncancellable operating leases at 
December 31,1991 were $25 million in 1992, $24 million in 1993, $17 
million in 1994, $15 million in 1995, $13 million in 1996 and $50 million 
thereafter. Total rental expense under operating leases was $46.6, $44.0 
and $37.8 million in 1991,1990 and 1989. 

H. COMMITMENTS AND CONTINGENT LIABILITIES 

Based generally on our proportionate ownership in certain iron ore 
associated enterprises (50% or less owned), we are entitled to receive 
our share of the ore produced and are committed to pay our share of 
their costs. We received 2.7 million net tons of iron ore from these enter¬ 
prises in each year 1991,1990 and 1989 at a net cost of $84.4 million, $82.3 
million and $85.2 million. 

At December 31,1991, we placed approximately $142.3 million of 
purchase orders for additions and improvements to our properties. 

Bethlehem, as well as other steel companies, is subject to various 
environmental laws and regulations imposed by federal, state and local 


governments. Because of the continuing evolution of the specific regula¬ 
tory requirements and available technology to comply with the require¬ 
ments, we cannot reasonably estimate the future capital expenditures 
and operating costs required to comply with these laws and regulations. 
Based on our current understanding of these regulations, however, we 
do not expect these costs to have a material adverse effect on our consol¬ 
idated financial position. 

In the ordinary course of our business, we are involved in various 
pending or threatened legal actions. We believe that any ultimate 
liability arising from these actions will not have a material adverse effect 
on our consolidated financial position. 

I. POSTRETIREMENT BENEFIT PLANS 

We have noncontributory defined benefit pension plans which provide 
benefits for substantially all employees. Defined benefits are based on 
years of service and the five highest consecutive years of pensionable 
earnings during the last ten years prior to retirement or a minimum 
amount based on years of service. We fund annually the amount required 
under ERISA minimum funding standards plus additional amounts as 
appropriate. 

The following sets forth the plans’ actuarial assumptions used and 
funded status at year end together with amounts recognized in our 
consolidated balance sheets: 


December 31 


(DOLLARS IN MILLIONS) 

1991 

1990 

Assumptions: 



Discount rate. 

8.50% 

9.25% 

Average rate of compensation increase. 

4.5 % 

4.7 % 

Actuarial present value of benefit obligations: 



Vested benefit obligation. 

$4,324.4 

$3,970.9 

Accumulated benefit obligation. 

$4,457.2 

$4,080.9 

Projected benefit obligation. 

$4,769.6 

$4,379.3 

Plan assets at fair value: 



Fixed income securities. 

$2,090.3 

$2,023.4 

Equitv securities. 

1,187.1 

974.1 

Cash and marketable securities. 

214.9 

256.5 

Total plan assets. 

3,492.3 

3,254.0 

Projected benefit obligation in excess of plan assets.... 

1,277.3 

1,125.3 

Unrecognized net gain. 

87.8 

142.6 

Remaining unrecognized net obligation resulting from 



adoption of Statement No. 87. 

(378.0) 

(480.2) 

Unrecognized prior service cost from plan amendments. 

(194.2) 

(234.1) 

Adjustment required to recognize minimum 



liabilitv— intangible asset. 

172.0 

273.3 

Pension liabilitv. 

$ 964.9 

$ 826.9 

































The assumptions used in each year and the components of our annual 
pension cost are as follows: 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Assumptions: 




Return on plan assets. 

10.25% 

10.0% 

10.5% 

Discount rate. 

9.25% 

9.0% 

9.5% 

Pension cost: 




Service cost — benefits earned during 




the period. 

$ 45.6 

$ 45.9 

$ 33.8 

Interest on projected benefit obligation.. 

386.6 

378,5 

385.9 

Return on plan assets — actual. 

(582.7) 

(171.4) 

(532.4) 

— deferred. 

265.5 

(147.7) 

223.7 

Amortization of initial net obligation_ 

43.9 

46.3 

48.3 

Amortization of unrecognized prior 




service cost from plan amendments... 

21.0 

22.1 

12.9 

Pension cost. 

$ 179.9 

$ 173.7 

$ 172.2 


We also participate in multi-employer pension plans of certain labor 
unions that provide their members with defined benefit pensions. The 
total expense of our pension plans follows: 


(DOLLARS IN MILLIONS) 

1991 

1990 

1989 

Defined benefit plans. 

$ 179.9 

$ 173.7 

$ 172.2 

Defined contribution plan. 

— 

— 

6.9 

PBGC premiums, etc. 

Charged to liabilities for 

10.7 

6,3 

6.8 

restructured operations. 

(5.9) 

— 

— 

Multi-emplover plans. 

2.0 

2.6 

2.5 

Total expense. 

$ 186.7 

$ 182.6 

$ 188.4 


In addition to providing pension benefits, Bethlehem currently 
provides health care and life insurance benefits for most retirees and 
their dependents. Health care benefits are paid through various third- 
party administrators based on claims incurred. The cost of providing 
these benefits is presently recognized as expense on a “pay-as-you-go" 
cash basis and was $112.9, $100.9 and $82.0 million during 1991,1990 and 
1989. In addition, we charged $10.8, $7.2 and $5.9 million in payments for 
such benefits to the accrued liabilities for restructuring (see Note C) 
during the same periods. The estimated cost of postretirement life insur¬ 
ance is accrued over the working lives of those employees expected to 
qualify for such benefits. The cost is funded annually and was $6.9, $7.0 
and $6.1 million in 1991,1990 and 1989. Life insurance trust assets are 
estimated to be sufficient to cover approximately 85% of the actuarial 
present value of life insurance benefits for current retirees. 

In 1990, the Financial Accounting Standards Board (FASB) issued 
Statement No. 106, Accounting for Postretirement Benefits Other Than 
Pensions. This new standard requires employers, beginning in 1993, to 
expense these benefits on an accrual basis rather than the current “pay- 
as-you-go” cash basis. 

Currently, we estimate that Bethlehem has an unrecognized, 
unfunded Accumulated Postretirement Benefit Obligation (the transi¬ 
tion obligation) of between $1.1 and $1.6 billion at December 31,1991. The 
standard allows companies to immediately recognize this obligation or 
amortize it over a 20-year period. We have not yet decided which of the 
two methods we will adopt. If we recognize the transition obligation 
immediately, our stockholders’ equity will be reduced between $.7 and 
$1.1 billion on an after-tax basis with an increase in our annual after-tax 


expense of between $10 and $35 million. Alternatively, if we decide to 
amortize the transition obligation over 20 years, there would be no 
immediate impact on our stockholders’ equity, but our annual after tax 
expense would increase between $50 and $90 million. This new 
accounting standard does not change the cash requirements for funding 
these benefits. These ranges assume the ability to record deferred 
income taxes under the FASB's new exposure draft. Accounting for 
Income Taxes (see Note E). 

We are also required, under various union contracts, to make 
payments to multi-employer health and welfare plans to cover health 
and death benefits for certain active and retired employees. These 
payments were $7.0, $9.1 and $8.0 million in 1991,1990 and 1989. 

J. STOCKHOLDER RIGHTS PLAN 

We have a Stockholder Rights Plan under which holders of Common 
Stock have rights to purchase a new series of Preference Stock. When 
exercisable, each right entitles the holder to purchase a hundredth of a 
share of Series A Junior Participating Preference Stock at an exercise 
price of $80 per unit. The rights will become exercisable only if a person 
or group acquires 20% or more of Common Stock or begins a tender offer 
or exchange offer which would result in that person or group beneficially 
owning 20% or more of Common Stock. Subsequently, upon the occur¬ 
rence of certain events, holders of rights will be entitled to purchase 
Common Stock of Bethlehem or a third-party acquirer worth twice the 
right’s exercise price. Until the rights become exercisable, we 
will be able to redeem them at one cent per right. The rights expire 
on October 18,1998. 

K. STOCK OPTIONS 

At December 31,1991, we had options outstanding under our Stock 
Option Plans. The 1988 Stock Incentive Plan was approved by our stock¬ 
holders on April 26,1988. New options can be granted only under the 
1988 Plan which reserved 3,(XX),000 shares of Common Stock for such 
use. At December 31,1991, options on 1,208,320 shares of Common Stock 
were available for granting under the 1988 Plan. The option price is the 
fair market value of our Common Stock on the date the option is granted. 
Options issued under the 1988 Plan become exercisable either one or 
two years after the date granted and expire ten years from the date 
granted. Exercisable options may be surrendered for the difference 
between the option price and the fair market value of the Common Stock 
on the date of surrender. Depending on the circumstances, option 
holders receive either Common Stock, cash or a combination of Common 
Stock and cash. 

Changes in options outstanding during 1991 and 1990 under the Plans 
were as follows: 



Number ol 
Options 

Option Price 
or Range 

Balance December 31,1989 

2,175,736 

7 3 /t-30Ms 

Granted. 

415,600 

Wk 

Terminated or cancelled . 

(196,606) 

l7-30‘/2 

Balance December 31, 1990 

2,394,730 

TVa-W/z 

Granted. 

434,300 

14 

Terminated or cancelled . 

(283,707) 

13-30 'k 

Surrendered or exercised. 

(3,100) 

8-13 

Balance December 31, 1991 

2,542,223 

7%-27to 


1,909,723 options outstanding were exercisable at December 31,1991. 



























































L. STOCKHOLDERS' EQUITY 


(SHARES IN THOUSANDS AND DOLLARS IN MILLIONS, 


Pr«f«rr«d Stock Preference Stock 
$1.00 Par Value $1.00 Par Value 
Shares Amount Shares Amount 


Common Stock 
$1.00 Par Value 
Shares Amount 


Additional Retained Common Stock 

Paid-in Earnings Held in Treasury 

Capital (Deficit) Shares Amount 


Balance December 31, 1988 . 

6,500 

$ 6.5 

3,271 

$ 3.3 

76,587 

$ 76.6 

$ 1,275.3 

S 488.7 

1,997 

$ 59.6 

Net income for year. 








245.7 



Preferred Stock dividends. 








(22.5) 



Preference Stock: 











Stock dividend. 



161 

.1 



4.0 

(4.1) 



Issued. 



81 

.1 



1.7 




Converted. 



(537) 

(.5) 

537 

.5 





Common Stock: 











Dividends ($.20 per share) . 








(15.0) 



Issued. 





91 

.1 

2.0 




Balance December 31, 1989 

6,500 

6.5 

2,976 

3.0 

77,215 

77.2 

1,283.0 

692.8 

1,997 

59.6 

Net loss for vear. 








(463.5) 



Preferred Stock dividends. 








(22.5) 



Preference Stock: 











Stock dividend. 



147 

.1 



2.5 

(2.6) 



Issued. 



48 

.1 



.8 




Converted. 



(565) 

(.6) 

565 

.6 





Common Stock: 











Dividends ($.40 per share) . 








(30.3) 



Issued. 





84 

.1 

1.4 




Balance December 31, 1990 . 

6,500 

6.5 

2,606 

2.6 

77,864 

77.9 

1,287.7 

173.9 

1,997 

59.6 

Net loss for year. 








(767.0) 



Preferred Stock dividends. 







(5.6) 

(16.9) 



Preference Stock: 











Stock dividend. 



129 

.1 



1.7 

(1.8) 



Issued. 



323 

.3 



4.4 




Converted. 



(345) 

(.3) 

345 

.3 





Common Stock: 











Dividends ($.40 per share) . 







(7.6) 

(22.8) 



Issued. 





168 

.2 

.8 




Balance December 31, 1991 . 

1 6,500 

$ 6.5 

2,713 

$ 2.7 

78,377 

$ 78.4 

$ 1,281.4 

$ (634.6) 

1,997 

$ 59.6 


Each share of the $5.00 Cumulative Convertible Preferred Stock and the $2.50 Cumulative Convertible Preferred Stock issued in 1983 is convertible into 1.77 and .84 
shares of Common Stock, respectively, subject to certain events. 

In accordance with our labor agreements, we issue Preference Stock to a trustee under the Employee Investment Program. Series “A” and Series U B” of Preference Stock have 
a cumulative dividend of 5% per annum payable at our option in cash, Common Stock or additional shares of Preference Stock. Each share of Preference Stock is entitled to 
vote with Common Stock on all matters and is convertible into one share of Common Stock. 

On January 29,1992, the Board of Directors authorized the Corporation’s Preferred and Preference Stock to be included in stated capital at par value consistent with the 
treatment of Common Stock. This change had no effect on total stockholders’ equity and we have reclassified prior-year amounts to reflect this presentation. 

M. QUARTERLY FINANCIAL DATA (UNAUDITED) 


(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA) 1991 1990 



IQ 

2Q 

3Q 

4Q 

IQ 

2Q 

3Q 

4Q 

Net sales. 

$ 1,055.6 

$ 1,115.0 

$ 1,121.6 

$ 1,025.7 

$ 1,215.3 

$ 1,275.4 

$ 1,208.2 

$ 1,200.3 

Cost of sales. 

990.1 

1,028.8 

1,068.6 

972.2 

1,076.4 

1,130.3 

1,077.0 

1,043.5 

Estimated restructuring losses — net. 

— 

— 

— 

575.0 

— 

— 

— 

550.0 

Net income (loss). 

(39.2) 

(29.1) 

(60.6) 

(638.1) 

21.3 

21.9 

10.1 

(516.8) 

Net income (loss) per Common share. 

$ (.60) 

$ (.46) 

$ (.88) 

$ (8.47) 

$ .20 

$ .21 

$ .05 

$ (6.91) 











































































































Report of Independent Accountants 


TO THE BOARD OF DIRECTORS AND 
STOCKHOLDERS OF BETHLEHEM STEEL CORPORATION 


In our opinion, the accompanying consolidated balance sheets and the 
related consolidated statements of income and of cash flows present 
fairly, in all material respects, the financial position of Bethlehem Steel 
Corporation and its subsidiaries at December 31,1991 and 1990, and the 
results of their operations and their cash flows for each of the three 
years in the period ended December 31,1991, in conformity with gener¬ 
ally accepted accounting principles. These financial statements are the 
responsibility of the Company's management; our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits of these statements in accordance with gener¬ 
ally accepted auditing standards which require that we plan and per¬ 
form the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and 
evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for the opinion expressed above. 




153 East 53rd Street 
New York, NT 10022 
January 29,1992 








Management Statement on 
Responsibility for Financial Information 


The accompanying consolidated financial statements of Bethlehem 
Steel Corporation have been prepared in accordance with generally 
accepted accounting principles. Management has the primary responsi¬ 
bility for the information contained in the financial statements and in 
other sections of the Annual Report to Stockholders. In preparing the 
financial statements, management must make estimates and judgments 
based upon available information. To facilitate this financial reporting, 
management has communicated to all appropriate employees the 
requirements for accurate records and accounting. 

Bethlehem maintains a system of internal accounting controls 
designed to provide reasonable assurance for the safeguarding of assets 
and the reliability of financial records. The system is subject to continu¬ 
ous review through a corporate-wide internal audit program with appro¬ 
priate management follow-up action. Management recognizes the limits 
that are inherent in all systems of internal accounting control. Manage¬ 
ment believes, however, that through the careful selection of employees, 
the division of responsibilities and the application of formal policies and 
procedures, Bethlehem has an effective and responsive system of inter¬ 
nal accounting controls. 

Bethlehem’s independent accountants, Price Waterhouse, examine 
Bethlehem’s financial statements in accordance with generally 
accepted auditing standards. They express their professional opinion 
which is shown on the opposite page. This examination includes evaluat¬ 
ing our internal accounting control systems to establish the audit scope, 
testing our accounting records and transactions and performing such 
other audit procedures as they deem appropriate. 

The Audit Committee of the Board of Directors is composed of Bethle¬ 
hem’s ten non-employee directors, who meet at appropriate times and 
met three times during 1991. The Audit Committee is responsible for 
recommending to the Board of Directors, subject to approval by the 
Board and ratification by stockholders, the independent accountants to 
perform audit and related work for Bethlehem; for reviewing with the 
independent accountants the scope of their examination of Bethlehem’s 
financial statements; for reviewing with Bethlehem’s internal auditors 
the scope of the plan of audit; for meeting with the independent 
accountants and Bethlehem’s internal auditors to review the results of 


their audits and Bethlehem’s internal accounting controls; and for 
reviewing other professional services being performed for Bethlehem by 
the independent accountants. From time to time, the Audit Committee 
meets with the independent accountants and with Bethlehem’s internal 
auditors without members of Bethlehem’s management being present. 
The meetings permit the Audit Committee to have private communica¬ 
tions with the independent accountants and the internal auditors about 
the results of their examinations, their evaluation of Bethlehem’s inter¬ 
nal accounting controls, the overall quality of Bethlehem’s financial 
reporting and any other appropriate topics. 

Management believes that the system of internal accounting controls, 
including Bethlehem’s Code of Business Conduct, provides reasonable 
assurances that (1) business activities are conducted in a manner con¬ 
sistent with Bethlehem’s commitment to a high standard of business 
conduct, and (2) Bethlehem's financial accounting system contains the 
integrity and objectivity necessary to maintain accountability for assets 
and to prepare Bethlehem’s financial statements in accordance with 
generally accepted accounting principles. 



Walter E Williams Gary L. Millenbruch 

Chairman Chief Financial Officer 







Five-Year Financial and Operating Summaries 


(DOLLARS IN MILLIONS, EXCEPT PER SHARE .AND AVERAGE EMPLOYMENT COST DATA) 

1991 

1990 

1989 

1988 

1987 

Earnings Statistics 






Net sales. 

$ 4,317.9 

$ 4,899.2 

$ 5,250.9 

$ 5,488.8 

$ 4,620,5 

Operating charges: 

Employment costs. 

1,720.8 

1,752.0 

1,731.6 

1,824.9 

1,773.8 

Materials and services. 

2,458.6 

2,683,5 

2,768.9 

2,736.7 

2,298.9 

Depreciation. 

241.4 

305.7 

325.3 

333.6 

338.9 

Taxes (other than employment and income taxes) . 

51.3 

51.3 

52.7 

54.6 

58.5 

Estimated restructuring losses — net. 

575.0 

550.0 

105.0 

113.0 

75.0 


5,047.1 

5,342.5 

4,983,5 

5,062.8 

4,545.1 

Income (loss) from operations. 

(729.2) 

(443.3) 

267.4 

426.0 

75.4 

Financing income (expense): 






Interest and other financing costs. 

(45.5) 

(44.1) 

(64.7) 

(82.2) 

(142.0) 

Interest and other income. 

9.7 

29.9 

55.0 

46.8 

50,5 

Provision for income taxes. 

(2.0) 

(6.0) 

(12.0) 

(9.0) 

(10.0) 

Investment tax credit refund. 

— 

— 

— 

10.0 

1130.0 

Extraordinary gains. 

— 

— 

— 

11.4 

70.4 

Net income (loss). 

(767.0) 

(463.5) 

245.7 

403.0 

174.3 

Dividend requirements for Preferred and Preference Stock. 

(24.7) 

(24.2) 

(26.0) 

(25.6) 

(23.2) 

Net income (loss) applicable to Common Stock. 

$ (791.7) 

$ (487.7) 

$ 219.7 

$ 377.4 

$ 151.1 

Net income (loss) per Common share-primary. 

$ (10.41) 

$ (6.45) 

$ 2.93 

$ 5.32 

$ 2.77 

-fullv diluted. 

(10.41) 

(6.45) 

2.86 

4.91 

2.73 

Dividends per Common share. 

.40 

.40 

.20 

— 

— 

Dividends paid on Common Stock. 

30.4 

30.3 

15.0 

— 

— 

Balance Sheet Statistics 






Cash and cash equivalents. 

$ 83.8 

$ 273.5 

$ 530.5 

$ 507.4 

$ 552.0 

Receivables, inventories and other current assets. 

874.0 

929.7 

904.7 

932.4 

919.8 

Current liabilities. 

(931.0) 

(831.4) 

(838.0) 

(870.1) 

(1,155.3) 

Working capital. 

$ 26.8 

$ 371.8 

$ 597.2 

$ 569.7 

$ 316.5 

Current ratio. 

1.0 

1.4 

1.7 

1.7 

1,3 

Excess of current cost over LIFO inventorv values. 

$ 504.9 

$ 499.1 

$ 498.6 

$ 530.1 

$ 474.0 

Property, plant and equipment — net. 

2,864.8 

2.796.4 

2,916.7 

2,871,5 

2,943.1 

Total assets. 

4,128.3 

4,382.1 

4,793.3 

4,448,5 

4,774.8 

Total debt. 

691.1 

454.8 

480.2 

543.3 

866.9 

Total capital lease obligations. 

180.1 

209.0 

243.9 

278.7 

434.6 

Stockholders’ equity. 

674.8 

1,489.0 

2,002.9 

1,790.8 

1,208.4 

Debt as a percent of invested capital. 

56% 

31% 

27% 

31% 

52% 

Other Statistics 






Capital expenditures. 

$ 563.9 

$ 488.0 

$ 421.3 

$ 303.9 

$ 152.7 

Utilization of production capability. 

63% 

68% 

76% 

80% 

72% 

Coal production (net tons in thousands) . 

7,926 

9,432 

9,571 

10,606 

11,523 

Iron ore production (net tons in thousands) . 

13,969 

13,184 

13,257 

13,061 

11,677 

Raw steel production (net tons in thousands) . 

10,022 

10,924 

12,181 

12,855 

11,545 

Steel products shipped (net tons in thousands) . 

8,376 

8,865 

9,779 

10,303 

9,361 

Pensioners receiving benefits at year end. 

70,200 

70,500 

70,000 

67,400 

67,600 

Average number of employees receiving pay. 

27,500 

29,600 

30,500 

32,900 

34,400 

Average employment cost per hour. 

$ 31.42 

* 29.32 

$ 28.79 

$ 27,56 

$ 26.03 

Common Stock outstanding at vear end (shares in thousands) . 

76,380 

75,867 

75,218 

74,590 

64,343 

Common stockholders at vear end. 

50,000 

52,000 

55,000 

60,000 

66,000 











































































































Directors 



DIRECTORS 


CURTIS H. BARNETTE 
Senior Vice President, General 
Counsel and Secretary 

HERMAN’E. COLLIER, JR. 

Former President, 

Moravian College 

JOHN B. CURCIO 
Vice Chairman, 

Harvard Industries, Inc. 

EDWIN A. GEE 
Former Chairman, 

International Paper Company 

WILLIAM C. HITTINGER 
Former Executive Vice President, 
RCA Corporation 


BOARD OF DIRECTORS 

Standing, left to right: William A. Pogue, 
Herman E. Collier, Jr., John F Ruffle, Robert 
McClements, Jr., Winthrop Knowlton, Gary L. 
Millenbruch, Roger R Penny. Seated, left to 
right: Thomas L. Holton, John B. Curcio, 

Dean P. Phypers, William C. Hittinger, Walter 
F Williams, Edwin A. Gee, Curtis H. Barnette. 


THOMAS L. HOLTON 
Former Chairman, 

Peat, Marwick, Mitchell & Co. 

WINTHROP KNOWLTON 
Chairman, Knowlton Brothers, 
Inc. and Research Fellow, John F 
Kennedy School of Government 

ROBERT McCLEMENTS, JR. 
Chairman, Sun Company Inc. 

GARY L. MILLENBRUCH 
Senior Vice President 

ROGER P PENNY 
Senior Vice President 

DEAN P PHYPERS 
Former Senior Vice President and 
Director. International Business 
Machines Corporation 


W1LLLAM A. POGUE 
Former Chairman and 
Chief Executive Officer, 

CBI Industries, Inc. 

JOHN E RUFFLE 
Vice Chairman, 

J.P Morgan & Co. Incorporated 
and Morgan Guaranty Trust Co. 
of New York 

WALTER F WTLLLVMS 
Chairman and 
Chief Executive Officer 


PRINCIPAL COMMITTEES 
OF THE BOARD 

AUDIT COMMITTEE 

THOMAS L. HOLTON, 

Chairman 

All other non-officer directors. 

EXECUTIVE COMMITTEE 

WALTER EWILLLAMS, 

Chairman 
Curtis H. Barnette 
Gary L. Millenbruch 
Roger P Penny 

MANAGEMENT DEVELOPMENT 
AND COMPENSATION 
COMMITTEE 

WILLIAM A. POGUE, 

Chairman 

.All other non-officer directors. 

FINANCE COMMITTEE 

WALTER F WILLIAMS, 

Chairman 

.All other directors. 

COMMITTEE ON DIRECTORS 

DEAN R PHYPERS, 

Chairman 

All other non-officer directors. 







Corporate Officers 


CORPORATE OFFICERS 


WALTER E WILLIAMS 
Chairman 

(Chief Executive Officer) 

D. SHELDON ARNOT 
Executive Vice President 
(Steel Commercial) 

CURTIS H. BARNETTE 
Senior Vice President, General 
Counsel and Secretary (Law, 
Government and Public Affairs) 

JOHN A. JORDAN, JR. 

Senior Vice President 
(Corporate Development and 
Human Resources) 

GARY L. MILLENBRUCH 
Senior Vice President 
(Chief Financial Officer) 


ROGER R PENNY 
Senior Vice President 
(Steel Operations) 

LONNIE A. ARNETT 

Vice President and Controller 

(Accounting) 

WALTER N. BARGERON 
Vice President (Technology 
and Quality Assurance) 

BENJAMIN C. BOYLSTON 
Vice President 
(Human Resources) 

STEPHEN G.DONCHES 
Vice President (State and 
Community Affairs) 

DUANE R. DUNHAM 
Vice President (Marketing) 

GEORGE T. FlIGERE 
Vice President 
(Operations Services) 


JAMES F KEGG 

Vice President (Materials 

and Transportation) 

JOHN L. KLUTTZ 
Vice President 
(Union Relations) 

CARL E MEITZNER 
Vice President (Planning) 

DAVID P POST 
Vice President 
(Sales) 

ANDREW M. WELLER 
Vice President and 
Treasurer (Finance) 

WILL LAM E. WICKER! JR. 
Vice President (Federal 
Government .Affairs) 
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EXECUTIVE STAFF 

Standing, left to right: Roger P Penny, 
D. Sheldon Arnot, Gary L. Millenbruch. 
Seated, left to right: .John A. Jordan. Jr.. 
Curtis H. Barnette, Walter F Williams. 











General Stockholder Information 


ANNUAL MEETING 

The Annual Meeting of Stock¬ 
holders of Bethlehem Steel Cor¬ 
poration will be held at 11:00 a.m. 
on Tuesday, April 28,1992, in the 
Gold Ballroom, Hotel du Pont, 
Eleventh & Market Streets, 
Wilmington, Delaware. The 
Notice of the Meeting, the Proxy 
Statement and the Proxy Voting 
Card will be mailed to stockhold¬ 
ers prior to the Annual Meeting. 

FORM 10-K 

Bethlehem’s Form 10-K Annual 
Report to the Securities and 
Exchange Commission provides 
further details concerning Beth¬ 
lehem’s business and other infor¬ 
mation not contained in the 
Annual Report. The 1991 Form 
10-K will be filed with the Secur¬ 
ities and Exchange Commission 
by March 31,1992. A copy of Form 
10-K may be obtained without 
charge upon written request 
addressed to the Secretary, 
Bethlehem Steel Corporation, 
1170 Eighth Avenue, Bethlehem, 
Pennsylvania 18016-7699. 

ADDITIONAL CORPORATE 
INFORMATION 

The Annual Report to Stockhold¬ 
ers is only one source of informa¬ 
tion about Bethlehem available 
to stockholders and the general 
public. Quarterly reports are 
mailed to stockholders about 
the 10th of June, September 
and December. These reports 
contain financial results and 
other news about Bethlehem, 
and the June report contains a 
report on the Annual Meeting of 
Stockholders. 


STOCK TRANSFER AGENT 
AND REGISTRAR 

First Chicago Trust Company of 
New York is stock transfer agent, 
registrar and dividend disbursing 
agent for the Common Stock and 
Preferred Stock of Bethlehem 
Steel Corporation. Common 
Stock Symbol—BS 

For prompt assistance on 
address changes, dividend rein¬ 
vestment and other general 
shareholder information, please 
contact the Telephone Response 
Center of First Chicago Trust 
Company of New York at 212-791- 
6422. When calling, please be 
prepared to give the Name(s) as 
it appears on your certificate(s) 
and your tax identification num¬ 
ber. Other requests for informa¬ 
tion not covered above such as 
consolidation of multiple hold¬ 
ings or lost securities should be 
sent to First Chicago Trust 
Company of New York, 30 West 
Broadway, New York, New York 
10007-2192 (Telephone 212- 
791-6422). 

STOCKHOLDER 

CORRESPONDENCE 

General inquiries about Bethle¬ 
hem should be made in writing to 
the Secretary, Bethlehem Steel 
Corporation, 1170 Eighth Avenue, 
Bethlehem, Pennsylvania 
18016-7699. 

DIVIDEND 

REINVESTMENT PLAN 

Bethlehem sponsors a Dividend 
Reinvestment Plan which is 
offered to stockholders by First 
Chicago Trust Company of New 
York. The Plan provides all own¬ 
ers of Common Stock with a 
simple, convenient and inexpen¬ 
sive way to invest in Bethlehem 
Common Stock by the reinvest¬ 
ment of cash dividends when 
declared and/or the investment 
of additional cash amounts of up 
to $3,000 in any calendar month. 


Among other things, all brokerage 
commissions incurred in the 
purchase of shares and costs for 
administering the Plan will be 
paid by Bethlehem. 

Any Bethlehem stockholder 
may enroll in the Dividend Rein¬ 
vestment Plan at any time. Fur¬ 
ther information with respect to 
this Plan may be obtained by 
writing First Chicago Trust Com¬ 
pany of New York, Bethlehem 
Dividend Reinvestment Plan, RO. 
Box 3506, Church Street Station, 
New York, New York 10008-3506 
(Telephone 212-791-6422). 

DEBENTURES 

Morgan Guaranty Trust Company 
of New York is transfer agent and 
interest paying agent for the 
Debentures of Bethlehem Steel 
Corporation. For assistance or 
information on Debentures, 
please contact Morgan Guaranty 
Trust Company of New York at 
212-235-0900. 

INDEPENDENT 

ACCOUNTANTS 

Bethlehem’s independent 
accountants are Price 
Waterhouse, 153 East 53rd Street, 
New "fork, New York 10022. 


This cover is printed on recycled paper. ® 

Design: Arnold Saks Associates 

Photography: Mason Morfit, Allan 
Shoemake and Gloria Baker 

Printing: The Hennegan Company 
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